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SUBJECT: Child Support Enforcement/FTB Procedures and Responsi bilities/Funding

SUMVARY

This bill, in general, shifts to the Franchi se Tax Board (FTB):

- all the district attorneys’ (DAs) responsibilities for establishing nodifying
and enforcing child support obligations and determining paternity in the case
of children born out of wedl ock and
certain of the Department of Social Services (DSS) responsibilities as they
relate to child support.

It appears that FTB also may be shifted DSS responsibility as the state’s single
agency responsible for child support enforcenment; whether this shift is intended
is not clear.

EFFECTI VE DATE

This bill would be effective and operative on January 1, 1999.

LEG SLATI VE H STORY

AB 573 (Stats. 97, Ch. 599); AB 1395 (Stats. 97, Ch. 614); SB 247 (Stats. 97, Ch.
601), AB 1666 (Al quist, 1998): AB 1662 (Al quist, 1998); AB 2094 (Morrissey,
1998); AB 1823 (Cardenas, 1998); SB 1508 (Rainey, 1998); AB 2343 (\Wbods, 1998).

PROGRAM HI STORY/ BACKGROUND

Federal |aw requires each state to have a single agency responsible for enforcing
child support, but permts delegation of specific tasks to local |evels. The
Departnment of Social Services (DSS) is designated as the California state agency.
By state |law, the county district attorneys (DAs) are del egated responsibility
for enforcing child support, which includes collecting current paynents and

del i nquenci es and determ ning paternity in the case of children born out of
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wedl ock. Once an ordered anpunt becones delinquent, DAs are required to search
for assets of the obligor and take collection actions as necessary to collect the
del i nquent account.

In 1993 (Speier, AB 3589; Stats. 92, Ch. 1223), Franchise Tax Board (FTB) began
coll ecting delinquent child support through a pilot project in which DAs in six
counties could voluntarily refer their delinquent child support accounts to FTB
for collection as though they were delinquent personal inconme taxes. In 1995,

t he program was expanded to include voluntary referral fromall counties (Speier,
AB 923; Stats. 94, Ch. 906). Ef fective on January 1, 1998, DAs, unl ess exenpted
by DSS, are required to refer all child support obligations that they are
responsible for enforcing that are 91 days or nore delinquent to FTB for
collection as though they are delinquent. San Diego County is exenpted fromthe
mandatory referral program Additionally, DAs can voluntarily refer those child
support delinquencies that are | ess than 91 days delinquent to FTB for collection
as though they are delinquent personal inconme taxes. Collection action may not
be taken for certain delinquencies, in which case the account is not referred or
is withdrawn from FTB. To collect delinquent child support, FTB may use any of
its tax information sources and tax collection renedies. Upon referral of the
child support delinquency, FTB issues to the obligor a notice of the anmount due
and, if paynent is not nmade, may issue orders to withhold to attach property of

t he debtor.

Additionally, DAs are authorized to refer current child support orders to FTB for
collection, in which case FTB woul d use tax information to i ssue wage assi gnnent
orders (Kuehl, AB 573; Stats. 97, Ch. 599).

As of January 31, 1998, FTB' s delinquent child support collection program has
coll ected approximately $192 mllion.

For fiscal year 1995-96, the total budget for child support enforcenent and
paternity establishment by DAs was approximately $392 million (of which between
11% to 22% was devoted to establishing paternity). FTB s total projected budget
for fiscal year 1998-99 is approximately $384 mllion, of which less than 3%is
devoted to child support collection.

SPECI FI C FI NDI NGS

Current federal |aw requires each state to have a single agency (referred to as
the Title 1V-D agency) responsible for enforcing child support, but permts
del egation of specific tasks to local |evels. Under Section 11475 of the Wlfare
and Institution Code (W& C), the Departnment of Social Services (DSS) is
designated as the California state Title IV-D agency. As the Title |IV-D agency,
DSS's duty is to adm nister the state plan for securing child and spousal support
and determ ning paternity.

Under this bill, the FTB, as the adm ni strator under Section 10354 of the
Fam |y Code, would have the duty to admi nister the state plan for securing child
and spousal support, nedical support and determ ning paternity, but the W C
section that provides the same duties to DSS woul d not be repeal ed.
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Currently, as the Title I1V-D agency, DSS, anobng other things, is responsible
for the foll ow ng:

1. the statew de automated system for reporting child support obligations to the
credit reporting agenci es,

2. the Statew de Automated Child Support system (SACSS) and the Los Angel es
automated child support system (ACES Repl acenent System

3. the system for w thhol ding i ssuance and renewal of business and professiona
| i censes, and

4. generally prescribing all guidelines, procedures, formats, forns, notices, and
regul ations related to child support enforcenent and paternity establishnment.

Under this bill, FTB would be responsible for the above itens 1 through 3 and
prescribing certain of the procedures, formats, forns, notices, and regul ations
related to child support enforcenment and paternity establishnent.

Currently, the DAs have been del egated, under Section 11475.1 of the W&l Code,
the responsibilities for establishing, nodifying and enforcing child support
obligations and determning paternity in the case of a child born out of wedl ock,
whi ch includes | ocating absent parents. They have offices |ocated in each
county.

Under this bill, the above described responsibilities of the DAs woul d be
shifted to the FTB, including the requirenent that offices be located in each
county.

Currently, FTB is a tax admnistrator that also is responsible for collecting
certain non-tax delinquency, including child support. These are delinquencies
and current support orders referred by DAs, who are responsible for enforcenent
and establishing paternity. San Diego County is not participating in FTB s
child support collection program

| npl ement ati on Consi derati ons

The followi ng are inplenentati on considerations identified by FTB staff.
Addi tional considerations may be raised as the bill is further analyzed and
nmoves through the |egislative process:

It is unclear whether the author’s intends that FTB would be California’s
Title I'V-D agency. Section 10354 of the Fam |y Code, as added by this
bill, indicates that FTB would be the Title IV-D agency, but under
existing law (Section 11475 of the W&l C, which is not being anended), DSS
is the Title |IV-D agency.

Requiring FTB to be responsible for all the DAs enforcenent and paternity
activities, and have an office in each county, would dramatically expand
FTB' s role beyond the tax adm nistration and coll ection experience of
FTB's staff. Currently, FTB has staff, primarily auditors and
collectors, in only 13 counti es. Under this bill, FTB would have to
significantly expand its staff to acconmmpdate the added responsibilities,
and it is unclear whether FTB would be allowed to contract for the

servi ces of county DAs and support staff who are currently working the
child support and paternity establishment progranms. |If unable to
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contract or otherw se enploy these county personnel through the state
civil service process, California could | ose the experience and expertise
of the county personnel in these areas. When FTB was transferred the
Departnment of Mtor Vehicles (DW) responsibilities for collecting
del i nquent vehicle registration in 1993 (SB 452; Stats. 93, Ch. 60), any
DW enpl oyees who wanted to continue with the programwere transferred to
FTB. It is also unclear whether it is intended that San Diego’s
responsibilities would be transferred to FTB, given that the provision
that allowed DSS to exenpt San D ego County from FTB' s coll ection program
was not anended by this bill.

Under current |law, the Attorney General (AG mnust represent the FTB in
all litigation matters unless the AG del egates the role to FTB. The DA
is responsible for court actions. It is unclear whether court activities
in connection with enforcenent and paternity functions would be the
responsibility of the AG or FTB counsel

This bill establishes a “Director of FTB” to, in general, overall manage
securing support and establishing paternity. Under current law, the
FTB s executive officer is appointed by the FTB, with the consent and
approval of two-thirds of the menmbership of the Senate, and nay be
removed by two-thirds vote of the FTB. It is unclear whether the author
intends the FTB s present executive officer to fulfill the duties of the
“Director of the FTB.”

Under this bill, the Director would appoint (1) a chief admnistrator of
fi nanci al and conputer operations, who would be an executive officer, and
(2) appoint an adm ni strator of support, who would be the successor to
the DAs responsibilities in effect Cctober 1, 1996. It is unclear

whet her the Director would be at a higher adm nistrative |evel than FTB s
present executive officer since the Director would appoint an

adm ni strator, who also would be an executive officer. Additionally, it
is unclear as to why the succession date for the DAs’ responsibilities is
Cctober 1, 1996, nore than two years before the effective date of this
bill, which is January 1, 1999.

It is not known what problens a transfer of this magnitude woul d create
and how it would be effectively and efficiently acconplished.

I npl enment ati on plans, identification of potential problenms and costs nust
await further clarification as to the inplenentati on considerations,

i ncluding whether it is intended that FTB also be California’s Title IV-D
agency and whether the shift of all the responsibilities identified in

this analysis would be operative January 1, 1999. If the bill were
enacted this fall, the FTB would have only three nonths to fully
inplenent this bill. A detailed inplenentation plan would need to be

prepared in cooperation wth the counties and DSS to prevent disrupting
the existing child support enforcenment and paternity establishnment
prograns, including the flow of current and delinquent support now being
collected. A delay in the operative date would all ow devel opnent of a
formal inplenmentation plan with appropriate tinme tables. It is suggested
that the bill set forth operative/inplenentation dates and transitiona
rules/plans to provide for an orderly transfer of the various
responsibilities.
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Currently, DSS and county prograns are financed through federal and state
funding. The counties are eligible for General Fund incentive paynments
based on compliance with federal and state requirenments and coll ections.
The FTB' s child support programis financed through the General Fund and
federal reinbursenents. Wiile certain reference to the incentive
paynments are stricken by this bill (Section 19272 of the Revenue and
Taxation Code), the provisions in the W&l C that set forth funding
mechani sns for the counties, including the incentive paynents (Sections
15200, et. seq.) are not anended.

Techni cal Consi derati ons

Techni cal considerations will be identified as the inplenentation
considerations are resolved and the bill noves through the |egislative
process.

FI SCAL | MPACT

Departnmental Costs

Presumabl y, the expenditures by counties and DSS to performthe
responsibilities transferred to FTB woul d be shifted to and reported under
the FTB, consistent with the transfer of responsibilities to that authority.
These expenditures include the cost of representing the state in judicial
proceedi ngs. Additionally, there would be a major increase in costs to
devel op the systens that would fulfill the functions currently performnmed by
the counties and DSS. DSS is currently responsible for a federally nmandated
centralized paynent and di sbursement unit for all child support that wll

i nvolve the inplenentation of a major system which is subject to serious
obstacl es and a hi gh consequence of error.

Assumi ng these shifts in responsibility may eventually result in sone
efficiencies, admnistrative costs m ght eventually be reduced. However,
because of the significant differences in organizational structure of DSS,
the counties and FTB, no i medi ate savi ngs coul d be expect ed.

Col |l ection Esti mate

The collection inplications of this bill are uncertain and potential i npact
could be significant. Assum ng no change to current collection prograns,

there would be no identifiable collection inpact. |If current prograns were
inproved as a result of this bill, collections could increase; if disrupted,

coll ections could be dramatically reduced.

The bill should contain sufficient |anguage to guarantee an orderly
transition without disrupting tax collection activities. An orderly
transition is also necessary to avoid disrupting FTB' s other non-tax debt
col l ection prograns, including delinquent vehicle registration and student
| oans.

BOARD POSI T1 ON
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Pendi ng.



